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On the Benefit Building and Freehold Land Societies 
of Birmingham. By G. J. Johnson, Esq. 

[Read before Section F, British Association, Birmingham, September, 1865.] 

The fact which appears from the subjoined tables, that since the 
year 1842 an amount of nearly 2,500,000/. has been paid, chiefly by 
the working and lower section of the middle class into building and 
freehold land societies in Birmingham, justifies the compilation of a 
paper illustrating this branch of the economic progress of the town. 
At the outset I have gratefully to acknowledge the ready and 
courteous manner in which the secretaries of the various societies 
answered my inquiries, some of which involved troublesome searches 
into the books and accounts of societies which have been lonsr since 
wound up. By their assistance I am able, in the four tables appended 
to this paper, to present an account of these societies as nearly 
complete as the circumstances will admit of. 

Table I is a list of all the enrolled societies in Birmingham from 
the passing of the Act for the regulation of building societies 
(14th July, 1836) to the present time. 

Table II gives a list of all such societies as have terminated or 
been wound up without loss to the members. 

Table III gives a similar list of societies which have ended in 
loss to the members. 

Table IV contains a list of the existing societies, with the 
statistics of each. 

Commencing with Table I, it will be noticed that the first society 
there named was formed in 1835, before the Benefit Building 
Societies Act, although subsequently registered under that Act. It 
was a building club of a type not uncommon in Birmingham sixty 
or seventy years ago.* The objects of such clubs were similar to 
those of a modern land and building society, except that instead 
of buying land, it was taken on long building leases by the trustees 
and sublet to the different members. Such building clubs differed 
from the modern building societies enrolled under the Act of 1836 
in two important particulars, viz., 1. Building clubs were merely 
private partnerships, subject to all the inconveniences of a large 
partnership ; and, 2. Their benefits were confined to intending 
biylders, as there was no adequate machinery for the investing 

* A large number of the houses in Islington Bow, Cheapside, ind Woodcock 
Street, were built by this means. 
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branch of the business of modern societies, which has made them 
the savings banks of a large number of the ■working class. 

The society in quest en was a good specimen of the class. It 
had twenty-five members, and eight of them obtained houses and 
the others a money equivalent. The next society, formed some years 
after, was not a building society in the usual sense, but a society 
for building a public hall, registered under the Act from some 
supposed necessity or benefit. It was not until the year 1842 that 
the first proper benefit building society was formed in Birmingham. 
Between that time and the year 1862, when the last formed building 
society was registered, no less than forty-two building and land 
societies have been established and enrolled. No year between 
1842 and 1862 passed over without the establishment of some new 
society, and in some years, e.g., in 1846, as many as six such societies 
were projected. 

All the earlier societies, up to the year 1846, were established 
on what is called the " terminating principle," i.e., the members 
continue paying until the amount paid and the accumulated profit 
makes up all the shares to the prescribed amount (generally 120Z.), 
when the object of the society is accomplished, as regards each 
member, at one and the same time, and the society is " up." It is 
obvious that this involved either that all the members should begin 
paying at the formation of the society, or that any member entering 
subsequently to the rest, should pay such a sum as would be equal to 
tbe payments and profits of an original member at the time of such 
subsequent entrance. 

This became a serious inconvenience in the later years of a 
terminating society, and the consequence is that most of the modern 
societies (twenty-eight out of the thirty-five societies established 
since 1845) have been founded on the " permanent principle." On 
this principle the society always continues, it is only membership 
of the individuals composing it which terminates. When any par- 
ticular member's payments, together with his share of profits during 
his period of membership amounts to 120Z., or whatever may be the 
prescribed amount of the share, he must be paid out if he is an 
investor ; if he is a borrower, he must continue to pay until not only 
his 120?., but also the premium he agreed to pay for the advance 
of that sum is made up. The advantages of this permanent plan 
are numerous, e.g., the members can join at any time without paying 
any arrears, and the proportion between borrowers and investors is 
steadier than in terminating societies. 

Besides " terminating " and " permanent " societies, it will be 
noticed that five of the societies in Table I are freehold land 
societies. In a freehold land society land is bought by the trustees 
and sold in small allotments to the members, who thereupon obtain 
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an advance from the society as a building society in the ordinary 
way, by which the trustees are reimbursed, and the land alone, or 
the land and a house upon it, as the cisse may be, is thus gradually 
redeemed by the member. The first freehold land society in Bir- 
mingham was established by Mr. James Taylor, jun., whose name 
has now for nearly twenty years been identified with similar societies 
throughout Great Britain. 

Referring now to Table II, we find that out of the societies in 
Table I, eight have been terminated successfully, and four have united 
with existing; societies, and two have been voluntarily wound up, in 
all cases without loss to the members. It is very difficult to get 
at accounts which have been closed for many years, but the following 
figures may be relied on as showing the profits made by successful 
building societies. The first building society, formed under the Act 
in June, 1842, terminated in September, 1853, having run eleven 
years and three months. 

£ s. d. 
In that period each subscribing member had actually paid 75 14 8 
And was entitled for interest and share of profits to 44 5 4 

Making up his share of lzo - - 



The next society, the Birmingham Building Society No. 2, began 
in January, 1845, and terminated in October, 1856, having run 
eleven years and nine months. 

& s. d. 
In that period each investing member had actually paid .... 79 1 - 
And was entitled for interest and share of profits to 41 19 - 



Making up his share of 120 



The payments in each case for an investor being 28. 6d. per week 
per share, and for a borrower double that rate. 

In Table III will be found such particulars as could be obtained 
of the unsuccessful building societies. Some one Or two of the 
societies mentioned in Table I, about which no information could be 
obtained, should no doubt be entered in this list; but making 
allowance for these; it is gratifying to notice how small a proportion 
the «»BUccessful societies bear to the others, both in number and the 
actual amount of business done. 

In the largest unsuccessful society, the members received back 
19s. in the pound on the amount they had actually paid in, not 
reckoning interest. In the other eases the loss to those members 
who continued to be so up to the time of stoppage was total or 
neatly so. The cause of failure in all the cases was the same — lend- 
ing money on insufficient security, second mortgages, and other bad 
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investments. Many other societies suffered heavy loss from the same 
cause, and for the most part by the same persons whose misconduct 
led to the stoppage of the societies in Table III. These failures 
had one good result : for some years building societies had been so 
uniformly prosperous that the members omitted to exercise a proper 
vigilance over their administration : but losses by bad investments, 
and the embezzlement of a large sum of money by a person who 
held a prominent position in several societies, have made both com- 
mittees and members more careful. It is fair to notice that the case 
just alluded to is the only instance of fraud by any official of a 
building society in Birmingham. 

To sum up the results of the operations of these societies in 
Birmingham, it will be seen that adding together — 

£ 
The amount received by the societies which have ter- 1 „ „ 

minnted successfully (Table II) J ' '' - 

And the amount received by the societies which have! „ 

failed (Table II) J 13,8o ° 

And the amount received by existing societies (Table III).... 2,242,968 

Makes a total of money which has passed through "1 , , 

these societies of J 2 '334.^i 6 

Not taking into account ten societies of which it has not been 
possible to obtain returns. Supposing each of these societies to 
have received an equal amount to the average receipts of the four 
successful and four unsuccessful societies in Tables II and III, i.e., 
about 11,200/. each, that would give 112,000/. more, which, added to 
the preceding total, makes 2,446,616?. 

At the present time the total number of members of the existing 
societies is 11,193. 

The amount now due on mortgage is 539,732/. 

The amount due to investors, 438,043/. 

To these figures ought to be added a sum of at least 60,000?. lent 
to these societies on deposit notes repayable at short notice. In 
consequence of Mr. Tidd Pratt having for some time past refused to 
certify rules containing borrowing powers, these deposits are not so 
large as they once were, and it is difficult to get at the exact amount. 
The returns in Table I are, for that reason incomplete, and there is 
good reason to believe that if they were complete they would show 
at "least 13,000/. more. 

Such being the general results of these societies in Birmingham, 
the next point for consideration is, what are the benefits to the 
members individually. 

As to Investing Members. — In a well-managed society they will 
receive at least 5/. per cent, compound interest, on the amounts paid 
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in. In the Birmingham societies the shares are generally 120L, and 
the payment for investors 5s. per fortnight per share. These pay- 
ments, at 5?. per cent, compound interest, would make up 120/. in 
fourteen years, supposing there were no deductions for management 
expenses and no losses. But to the interest paid by borrowing 
members, there has to be added the premium the latter pay on the 
advance of their shares, and this, in some of the older societies, was 
so considerable as to shorten the time at which the members' shares 
were made up, from fourteen years to twelve years, or less. In the 
two terminating societies noticed just now, the actual payments 
of the members, instead of 90/., as they would have been, if the 
society had run fourteen years, were, in one case, 75?. i+s. M.; and 
in the other, 79Z. is. 

In an existing permanent society which began in 1853, the first 
members' shares were made up 120Z. in April, 1865, being about 
eleven years and a-half, in the course of which, each such member 
had paid 74Z. 3s. ^d. only. Of course, this scale of profits implies a 
proportionately high rate of premium paid by borrowers. These very 
high premiums, such as 40Z. a share, are not now obtainable, several 
of the more modern building societies having adopted the scale of 1 
12Z. premium, and allowing 5/. per cent, compound interest only t o 
investors, on this plan the shares are up in little less than fourteen 
years. It is also to be noticed that most societies get an additional 
profit by their deposits, by which they are able to lend to borrowers, 
and earn premiums faster than they otherwise would, by waiting 
until the subscriptions accumulated. The period at which a share in 
any given society may be " up," may be dated to be from twelve to 
fourteen years, according as the premiums are larger or smaller, or 
the losses few or frequent. 

As to Borrowing Members. — As soon as a member gets his share 
advanced to him, his subscription is increased in most societies to 
double an investor's contribution. For instance, if an investing 
member pays 2s. 6d. weekly for a 120I. share, a borrowing member 
will pay 5s. This addition, 2s. 6d. a-week — 61. 10s. a-year, is all 
appropriated as interest on the member's 120L, which makes the 
interest more than $1. per cent. On the other side of the account, 
however, the original 2$. 6d. per week which the borrower pays in as 
a partner, and not for redemption, also amounts to 61. 10s. by the 
end of the year, and the borrower gets credit for 5Z. per cent, 
interest on this from the end of the first year, and the like interest 
on 1 3Z. the second year, and so on. In some societies, the subscrip- 
tion instead of being doubled, is increased from 2s. 6d. to 4s. per 
week for a borrower, which, of course, is easier to the borrowers 
as borrowers merely, but not so quickly profitable to them as 
partners. 



512 Johnson — On the Building and [Dec. 

The advantages by which a borrowing member is more than com- 
pensated for the additional interest he pays, are : — 

1. He can borrow the whole value of the property instead of the 
two-thirds which an ordinary mortgagee would advance. If the rent 
of the property will cover the borrower's subscription, the society is 
safe, as the claim is a constantly decreasing one. 

2. The expenses are much less than an ordinary mortgage. The 
legal charges are on a fixed scale, and there is no stamp duty, and a 
simple receipt indorsed re-vests the property in him. 

3. He is entitled as a partner with the investing members, to a 
share of what he pays for premium on his own advance. 

Expenses of Management. — The best returns I have been able to 
get, show that these expenses vary from 5 to 1 \ per cent, on the 
amounts received. These great differences arise from the fact that 
an almost equally expensive staff is required for a small society as a 
large one. The secretaries, check stewards, and committee are 
generally paid, very moderately indeed it is true, but whatever it is, 
it gives a very different percentage spread over a large return than 
over a moderate one. 

Fresh Legislation Bequired. — There is one question which has 
forced itself upon the attention of all engaged in the working of 
these societies, and that is, whether the time has not arrived for 
altering their legal status altogether. I have no wish to raise legal 
questions here, but it is not a legal but an economical question, 
whether societies having an income, as many of the larger societies 
have, from 50,000?. to 100,000/. a-year, ought not to have the advan- 
tages of corporate existence as may now be enjoyed by any seven 
persons who choose, by subscribing a memorandum of association for 
one share of il. each, to form a "Joint Stock Company Limited." 
No one can read the Act of 1836 without noticing that from the 
preamble declaring " that it was desirable to afford encouragement 
" and protection to societies to assist the members thereof in obtain- 
" ing a small freehold or leasehold property ;" down to the last 
clause the whole scope of the Act is utterly inadequate to the 
present condition of these societies. One instance will suffice. It 
is the theory of the Act that a building society is a small friendly 
society, the members of which will meet once a week or fortnight. 
Accordingly, it provides that a general meeting of the members may 
be called by a notice read at two such meetings. There are, at least, 
six societies in Birmingham with 1,000 members and upwards — one 
with more than 3,000. These members pay their subscriptions 
fortnightly, quarterly, or yearly, and when they go, or more often 
send to the office for that purpose, it is no more a " meeting ' ' than the 
shareholders going or sending to pay their calls at a bank is a share- 
holders' meeting. The facts have outgrown the theory on which the 
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Act was constructed. The consequence has been that more than 
once very improper rules have been made at meetings, called in the 
Act of Parliament mode, which were necessarily unknown to all the 
members, except the half dozen interested in the object for which 
the meetings were called. 

What is wanted is a recognition that these societies are no longer 
small friendly societies, but are large investment associations, and 
are therefore entitled to become incorporated companies. 

In the course of the last thirty years the British legislature has 
slowly and cautiously tried every modification of the partnership 
principle as applied to associations, and has finally decided that 
incorporation is the best solution of the difficulties of the question. 
It is time the same principle was applied to buildiug societies. If 
they became companies, the now cumbrous machinery of trustees 
would be dispensed. Trustees do not, in fact, in the larger societies 
exercise any useful control over the society's affairs, and the changes 
which necessarily occur embarrass and complicate building society 
titles. Again, if these societies were made into companies, there 
would be adequate machinery for voluntary winding-up. Now, 
unless every member concurs, there is no resource but the Court 
of Chancery. 
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Table I. — List of Benefit Building and Land Societies in Birmingham. 



Date 
of For- 
mation. 


Table where 

Further Information 

is given. 


Permanent 

or Ter- 
minating, 


Name of Society. 


1835 


II 


T. 
T. 

» 

T. 

i>. 

T. 

p. 

T. 
P. 

T. 
P. 

)i 
») 
J> 

P. 

» 

T. 
P. 
» 

P. 

a 

p. 

» 

p. 

T. 
P. 

)) 
J) 

P. 
P. 

)) 

T. 
P. 


Wheeler Street 


'40 
•42 


No information.... 
II 


People's Hall of Science 
Birmingham 


'43 




Borough 


'44 
1845 


No information.... 
II 


Midland Counties Loan Heal Property and 
Accumulating Association 

Birmingham No. 2 


'45 




„ No. 3 


'46 


" 


Midland Counties No. 2 


'46 
'46 


No information... 
IV 


Standard 
Birmingham No. 4 


1846 


II 


Birmingham Equitable 


'46 




Manchester Order of Odd Fellows 


'46 


' 


Borough No. 2 


'46 


IV 


Birmingham and Midland District and 


'47 




Investment Association (Athenaeum) 
The Freehold Land Society (enrolled as 


1847 


II 


Birmingham and Midland Counties 
Benefit Building Society) 

Warwickshire and Staffordshire 


'48 


IV 


The Counties (Land and Building) 


'48 




Victoria ( ditto ) 


'48 




No. 5 Building Society 
Newhall Hill 

Borough No. 3 


'49 
1849 


Ko information.... 
IV 


'49 




Freeholders 


'50 




St. Philip's (became Permanent in 1853) 


'50 


" 


Birmingham Building and Freehold Land 


'50 


in 


People's 


1850 
'51 


No information.... 
II 


Independent Freeholders and Leaseholders 

(never went on) 
Birmingham Town and District Permanent 


'52 
'53 
'53 


No information.... 
IV ..- 


St. Philip's No. 2 (never went on) 
Second Freeholders 
Birmingham No. 1 

Economic 


1854 


Ill 


'54 


IV 


Warwickshire and Staffordshire No. 2 


'54 


Ill 


No. 3 Midland Counties 


'55 




Birmingham Equitable No. 2 


'55 


IV 


Professional and Commercial 


1855 
'56 


No information.... 
IV 


Birmingham and Midland Counties 
Borough No. 1 


'57 




United Freeholders 


'57 


II 


Industrial Permanent 


'58 




Saltley „ 

Birmingham No. 3 

Friendly 

Warwickshire and Staffordshire No. 2 


1859 


II 


'60 


IV 


'62 




'62 


" 
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Table II. — List of Societies which have Terminated or been Wound-up without Loss. 



Per- 
manent 

or 
Tmni- 

U.ltUlg. 


Name of Society. 


Date of 

For- 
mation. 


Number of 

Shares 
Subscribed 
for from the 

Com- 
mence nieut. 


Value 

of 
Shares. 


Number 
of Members 

who have 
Entered from 

Com- 
mencement. 


Total Amount 

of 
Subscriptions 
Received 
from Com- 
mencement. 


Remarks. 


-{ 

••{ 

■•{ 

-I 
■{ 
*■{ 

T. 

■■{ 


Wheeler Street "1 
Building Club.... J 

Birmingham "1 
Building Society J 

Borough Building \ 

Birmingham 1 
Building Society y 
No. 2 | 

Birmingham 1 
Building Society y 
No. 3 J 

Midland Counties"! 
No. 2 J 

Manchester Order 1 
of Odd Fellows J 

Equitable No. 1 .... 

Warwickshire and 1 
Staffordshire .... j 

Birmingham Town 1 
and District Per- y 


1835 
'42 
'43 

•45 

'45 

'46 

'46 

'46 
'46 

'47 
'51 

'57 
'58 

'59 


*5 

267 

286f 
475 

108 


£ 

120 
120 

120 
120 

120 
120 


204 

2S7 
•5° 

73 


£ 

33,278 

31,572 

~ { 
12,000 { 

- { 

- { 

1,008 i 


Merged in Midland 
Counties No. $ 

Wound up in 1849 
without loss 

Merged in "Profes- 


„ 


Saltley (Permanent) 
Birmingham No. 3 


sional," in June,1859 
Merged in Friendly 

Building Society 
Merged in No. 1 

Building Society 

(Permanent) 




77,858 







Table III.— 


List of Non-Existing Insolvent Societies. 




Pcr- 






Number of 




Number 


Total Amount 








Date of 


Shares 


Value 


of Members 


of 




or 


Name of Society. 


For- 


Subscribed 
for from the 


of 


who have 
Entered from 


Subscriptions 
Received 


Remarks. 


Termi- 




mation. 


Com- 


Shares. 


Com- 


from Com- 




nating. 






mencement. 




mencement. 


mencement. 




'■{ 


People's Benefit") 
BuildingSociety J 


1850 


360 


£ 
120 


190 


10,888 -[ 


Paid 19s. in the pound, 
without interest, in 
June, 1864 


,.{ 


Economic Build- "1 
ing Society .... j 


'54 


260 


120 


40 


2,000 


A previous society, "Mid- 


*•{ 


No. 3 Midland"! 


'54 








J 


land Counties N 0. *2," was 
merged in this society 




— 


—~" 


- 1 


in 1858, and this discon- 
tinued business In 1856. 
















Total loss to investors 














1 


at close of society 


»{ 


Birmingham! 
Equitable No. 2 J 


'55 


79 


120 


49 


912 j 


Discontinued since De- 
cember, 1858. Loss not 
yet ascertained 




13,800 
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Table IV. — Existing 



Permanent 
or Ter- 
minating. 



Name of Society. 



Date 

of 
Formation. 



Number of 
Shares 

Subscribed 
for from the 

Commence- 
ment. 



Value 

of 
Shares. 



Number 

of Members who 

have Entered 

from 

Commencement. 



T.thenP. 
P. 



Birmingham No. 4 

Athenaeum 

Freehold Land 

Counties 

Victoria 

Birmingham No. 5* . 

Borough No. 3f 

Freeholders' Building . 
St. Philip's 



M 



,.{ 



P. 



Birmingham Building and 1 
Freehold Land J 



Second Freeholders' 
Birmingham No. 1 .. 



Warwickshire and Stafford 
shire No. 2 



:} 



Professional and Commercial.... 

Borough No. 1 

United Freeholders' 

Friendly Building 



M 



p. 



Warwickshire and Stafford-' 
shire No. 3 



Queen's.. 



1846 

'46 

'47 

'48 

•48 

'48 

'49 

'49 

'50 

1850 (Land) 
'59 (Buildg.) 

1853 

'53 

'54 

'55 

'56 
'57 
'60 

'62 

'62 



1,292 

19,400 
4,404 

3.444 
2,097 

6,700 
493 
J 3.000 J 
4,870 

438 

1,003 
204 

3.!90 

970 

701 
91,000 



£ 
120 

120 

30 

30 
120 { 
120 

120 

120 

301 
120/ 

100 

120 

120 

120 
120 
100 
100 

120 

10 



665 

5.7CO 

1.236 
1,442 f Buildg. 
1,425! Dept, 

1,760 



2,206 

326 

1,000 

1.39? 

1,780 

60 

178 

"5 

1,140 

730 



3.800 



25.058 



Winding-up. 



f Winding-up ; no return obtainable. 
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Btiilding and Land Societies. 














Total Amount 

of 

Subscriptions 

Received 

from 

Commencement. 


Land Societies only. 


Present 
Number of 

Shares 

Subscribed 

for. 


Present 
Number of 
Members. 


Amount now 
Due on 

Mortgage. 


Amount 

Due to 

Investors. 






Amount 
Expended in 

Land and 
Advanced on 

Mortgage. 


Number 

of 

Allotments. 


Amount 

of 
Deposits. 




£ 


£ 








£ 


£ 


£ 




90,428 


— 


— 


273* 


H5 


11,065 


8,386 


2,403 




78,340 


— 


— 


— 


— 


18,891 


— 


9,223 




207,000 


118,000 


3.07' 


2,067 


i,37i 


23,000 


20,700 


— 




76,000 


— 


170 acres 


3.900 


230 


16,640 


7,760 


— 




| 288,487 


32,000 


60 „ 


— 


1,000 


53,000 J 


40,000 


— 




161,000 


91,000 


— 


81 


63 


9,300 


8,900 


— 




229,000 


— 


— 


1,041 


1,346 


57,000 


49,200 


— 




25,908 


— 


— 


302 


144 


10,373 


7,984 


1,718 




59,000 


50,000 


i»3S5 


l86£ 


67 


8,100 


3,600 


3,236 




487,000 


— 


— 


1,981 


996 


87,000 


35,800 


— 




175,965 


— 


— 


2,086 


1,050 


75,405 


64,520 


2,120 




20,093 


— 


— 


182 


13 


2,544 


2,259 


— 




45,944 


— 


— 


— 


— 


63,050 


25,493 


27,458 




5,295 


— 


— 


105 


63 


5,676 


3,829 


1,096 




120,000 


— 


— 


1,770 


839 


39,000 


37,800 


— 




32,000 


— 


— 


900 


608 


20,000 


18,000 


— 




9,508 


— 


— 


6ji 


82 


6,688 


6,412 


— 




132,000 


— 


— 


81,000 


3,176 


83,000 


77,400 


— 




2,242,968 


— 


— 


97,496 


ii,i93 


539,732 


418,043 


47,254 



J 44,ooo£. building ; 9,000^. land. 



